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UBJECT: SAUDI ARABIA--0IL AUCTION

THE SUPREME PETROLEUN COUNCIL- SAUDT ARABIA'S SENIOR AEDVISORY
0DY ON OIL MATTERS. HAS RECONMENDZD AGAINST HéLDING THE LARGE
AUDI OIL AUCTION PROPOSED BY OIL MINISTER YAMANI. THE KING MAY
ESOLVE THE ISSUE IN THE NEXT FEy DAYS--OR HE MAY DEFER ANY
ECISION. IN EFFECT POSTPONING THE AUCTION INDZFINITELY.

PETROLEUN MINISTER YANMANI HAS TOLD THE US EMBASSY THAT
HEVCOUNCIL WANTS TO SCRAP PLANS FOR THE AUthON. IT ALSO
UGGESTS HOLDING FOR THE SAME HIGH PRICE KUWAIT INPOSED IN ITS
ECENT AGREENENT WITH GULF OIL AND BRI+ISH PETROLEUM. THE -

WO MAJOR PRODUCING COMPANIES IN KUuAIT.
YAMANI IS STILL PRESSING FOR THE AUCTION AS A UAY TO BRING

ICES DOWN. AN OBJECTIVE SHARED BY KING FAYSAL. THE COUNCIL'S'
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ADVICE TO THE COMTRARY WILL FIGURE HEAVILY IN FAYSAL'S

DECISION- HOWEVER. PRINCE FAHHD. WHO CHAIRS THE EOUNCILS HAS

THROWN HIS WEIGHT BEHIND ITS RECOMMENDATION. AND THE KING

USUALLY LISTENS TO HIM. FAYSAL IS ALSO AUARE OF STRENUQUS OPPOSITION

TO THE SAUDI MOVE BY OTHER MEMBERS OF THE ORGANIZATION OF

PETROLEUM EXPORTING COUNTRIES--ESPECIALLY IRANA KU4AIT. ABU

DHABI. AND ALGERIA-.

WHETHER THE AUCTION IS. HELD OR NOT- YAMANI DOUBTEBS THAT

THERE WILL BE MUCH OF AN INCREASE IN SAUDI PRODUCTION IN THE

FORSEEABLE FUTUREw IN VIEW OF THE GENERALLY HIGH WORLD OIL

STOCKS AND THE "SPOMGY™ OIL MARKET.
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